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Dear Ms. Dortch 

Verizon submits the attached information in response to questions raised by the Commission 
staff concerning Verizon’s petition for forbearance from the prohibition of sharing operating, 
installation, and maintenance (“OI&M”) services between a Bell Operating Company and a 
section 272 separate affiliate. The attachments include the following information; ( I )  a 
description of Verizon’s principal section 272 affiliates and the markers that they serve; (2) a 
description of the safeguards that would continue to apply if the Commission granted 
forbearance from the O E M  restriction, including a description of how the “operate 
independently” requirement i n  section 272(b)( I )  would function if the OI&M restriction were 
removed and a description of how the Commission’s cost allocation rules would apply to the 
sharing of Ol&M services; (3) a detailed narrative of Verizon’s method of calculating the going- 
forward cost savings that i t  could achieve if the OI&M restriction were lifted; and (4) charts 
hhowing the historic costs incurred to comply with the 01&M restriction from 1998 through 
2002 and the COSI savings that could be achieved from 2003 through 2006. 

The cost data in item (4) are being submitted on a confidential basis pursuant to the bureau’s 
Protective Order, released May 22, 2003. The historic data for the period from 1998 through 
2002 are the same data that Verizon submitted on a confidential basis on May 12, 2003. The 
projected data are based on Veriron Global Network Inc.’s projected budget for the period 2003 



through 2006. These data werc the basis for Verizon’s showing that it would save as much as 
$183 million i f  the OI&M rcstriction were lifted. 

Sinccrely 

cc :  J .  Carlisle 
M. Carey 
B. Olson 
R. Tanner 
W .  Dcver 
R.  Kaufman 
C. Rand 
M .  Stephen5 
P. Megna 
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ATTACHMENT 1 

DESCRIPTION OF VERIZON’S SECTION 272 AFFILIATES 

Bell Atlantic Communications, Inc. (BACI) d/b/a Verizon Long Distance (VLD) Provides 
long distance service to residential custoiners. Also serves general business customers not 
servcd by the former Bell Atlantic local cxchange carriers. VLD does not own switching or 
transmission equipment. 

NYNEX Long Distance Company (NLD) d/b/a Verizon Enterprise Solutions (VES) 
Scrvcs general business customers, primarily within the former Bell Atlantic footprint. NLD 
docs not own switching or transmission cquipinent. 

Verizon Select Services Inc. (VSSI) fMa GTE Communications Corporation 
VSSI serves enterprise large business customers in the areas of interexchange 
te1ccornmunic;ltions serviccs, managed voice and data solutions, and CPE. Provides prepaid and 
postpaid long distance calling cards, operator serviccs and coin long distance services 
nationwidc. VSST has two switches recorded in its asset accounts. These switches are operated 
and maintained by G N I  (see below). 

Verizon Global Solutions Inc. (GSI) 
GST owns long distance switches in New York and Los Angeles for the primary purpose of 
aggregating traffic of  Verizoii and other carriers destined for locations outside the United States 
and also for the purposc of terminating traffic of foreign carriers in the United States. 

Global Network Inc. (GNI) 
CNI owns and opetates the Veiizon doincstic long distance network. It serves only internal 
Vcrizon affiliates and is not a common carrier. 
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ATTACHMENT 2 

SAFEGUARDS THAT WOULD CONTINUE TO APPLY IF THE OI&M 
RESTRICTION WERE REMOVED’ 

1. Section 272(b)(1) “operate independently” requirements will apply. 

In the Non-Accounting Sc!feRuurds Order, ’ the Commission defined the “operate 
independently” requirement of section 272(h)(1) as requiring three things; (1) the section 272 
affiliates must own their own switching and transmission facilities; (2) they must own their own 
Imd and buildings on which those facilities are located; and ( 3 )  they must not share OI&M 
services with the BOCs. See Accounting Sufeguardy Order, 1 158. The order permitted the 
carriers to share all other services, subject to affiliate transaction rules. See i d ,  y[ 178. The 
Commission did not believe tha t  the sharing of such services conflicted with the “operate 
independently” requirement. In its petition for forhearance, Verizon has shown that the “operate 
indcpcndently” requirement does not require a prohibition of the sharing of Ol&M services. 
Consequently, if this restriction were lifted, the section BOC and the section 272 affiliate would 
still have to “operatc indcpendently” by having separate switching and transmission facilities and 
owning sepnrate land and htiildings on which those facilitics are located. 

2. Section 272(b)(2) requirement for separate books, records and accounts. 

Section 272(h)(2) will continue to require the BOC/ILEC and the section 272 affiliates to 
maintain separate hooks, records and accounts. 

3. Section 272(b)(3) requirement for separate officers, directors, and employees. 

Section 272(h)(3) will continue to rcquire the BOC/ILEC and the section 272 affiliates to 
maintain separate officers, directora, and employees. 

4. Section 272(b)(4) requirement for separate financing, 

Section 272(b)(4) will continuc to prohibit the section 272 affiliate from obtaining credit 
under an arrangement that would pcrmit a creditor, upon default, to have recourse to the assets of 
the BOC/ILEC. 

5. Section 272 (b)(5) obligations will apply: 

A. Pricing of the Transactiodcontract 
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Transactions between a BOC/[LEC and a Section 272 affiliate are subject to the Section 
32.27 affiliate transactions pricing i.egulationh. For services provided by the BOC/lLEC to the 
Section 272 affiliate (i.e. “outbound” services) pricing would be at: 

i .  Tariff, if tariffexists, 
i i .  Prevailing market rate, where services are sold to others: 

i i i .  Or highcr of fully dibtributed cost or estimated fair market value where the 
cases above do nor exist. 

Since OI&M IS not tariffed and is offered to a Section 272 affiliate, any price 
charged by thc TLEC will be considered to be the prevailing price.’ 

B. Disclosure of the TransactiodContract 

The provision ofOT&M services to the Section 272 affiliates would need to be reduced to 
wi-iring before services were provided. This would involve developing the terms and conditions 
of the offering on an arms-length basis. These contracts would need to be posted on the 272 
affiliates’ web sites within I O  day5 of contract execution. 

6. Section 272(c)(1) non-discrimination obliEations will apply. 

If a Vcrizon BOC offers Ol&M services to Verizon’s Section 272 affiliates, i t  will be 
required to offer thc same service to other carriers on a nondiscriminatory basis. 

7. Section 272(e) obligations will applE 

The provision ofcxchange access services (such as special access) by the BOClTLEC to the 
Section 272 affiliate would continue to be subject to the requirements of section 272(e); 

o Pursuant to section 272(e)( I ) ,  the BOCLLEC would be required to fulfill 
requests from unaffiliated entities for telephone exchange service and 
exchange access within a period no longer than the period in which it provides 
such services to itself or its affiliates. For purposes of the biennial section 272 
audits, Verizon tracks the performance for installation and repair of Special 
Access services and for processing of carrier-initiated presubscribed 
interexchange carrier (“PIC”) change orders. Performance i n  these categories 
would continue to be measured in the same way regardless of whether BOC 
personnel install and repair Ihe section 272 affiliate’s network in addition to 
their provision of Special Access services and PIC change orders. 

I n  ordcr i o  qualil’y fur prevailing price viiluniion, snles o f a  particular servicc (or asset) to ihird partics muat 
cnconipais gre;itcr than 25 perccnt o f l hc  total  quantily of such product or service sold by an cntity. ILECs 
inubt apply [h i \  25 pcrccnt threshold uii ;I servicc-by-service (or aaset-hy-asset) basis, ralhcr ihan on a 
priiduci line or servicc line hnzis. 111 Ihc case ot tranwciions Vor herviczs suhject 10 Section 272, a BOC 
iniiy record such transxtions at prcvailmg price reprdless 01 whether the 25 perccni ihreshold haa been 
rali>licd. See47 C.F.R. 8 12.27(d). 
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o Pursuant Lo scction 272 (e)(2), the BOCIILEC would provide facilities, 
services and information concerning the provision of exchange access to other 
providers of interLATA service on the same terms and conditions as i t  does for 
a ffi I iateh. 

o Pursuant to section 272(e)(3), the BOC/ILEC would charge and bill the 
affiliate and impute to itself charges for telephone exchange service and for 
exchange access that are no less than the charges they apply to unaffiliated 
intcrexchange carriers. 

o Pursuant to xction 272(e)(4), the BOC/ILEC will offer intraLATA and 
intcrLATA facilities to unaffiliated carriers at the same rates, terms and 
conditions that it offers such facilities to its section 272 affiliates. 

8. Part 64 Accounting will apply for the OI&M Services: 

A. OI&M Service on the ROC/ILEC Books Would follow Part 64 

The provision of OI&M services for the section 272 affiliates’ interLATA switching and 
trunsinission equipment would be a “transaction” between the BOC/ILEC and the section 272 
(non-regulated) affiliate and would be subject to the Commission’s affiliate transaction rules i n  
Part 32.27. 

Verizon would record this affiliate transaction as noa-regulated revenue on the BOC/ILEC 
books and the BOUILEC would allocate the associated expenses to non-regulated expense using 
Part 64 cost allocation practices. This would be consistent with the current method of accounting 
for Customer Premise Equipment (CPE), Enhanced Services, Premise Wire (Inside Wire), and 
InterLATA Information Services. 

B. Any Provision of Service Would Be Described in the CAM Manual: 

The OI&M service would be shown in  the Cost Allocation Manual under the Section 11 list of 
non-regulated BOCiILEC services. 

9. Audit requirements will be met: 

These audits include: 

272 Biennial Audit: There will be section 272 audits covering 200312004 and 
2005/2006 following “agreed-upon procedures” in which all observations are 
reported, regardless of materiality. This includes audits of performance 
measurements under section 272(e)(1). 
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CAM Audit: Compliance with the FCC accounting safeguards (both affiliate 
transaction and cost allocation rules) is reviewed in the biennial CAM audit. The 
on-going audit covers 2002 and 2003. 

IO. Section 201 requirement for iust and reasonable rates. 

Section 201 would continue to require the BOC/ILEC to offer just and reasonable rates under 
thc requirements of t h e  Commission's pricc cap rules. 

11 .  Section 202 non-discrimination requirements 

Section 202 would continue to requirc the BOC/ILEC to provide exchange access services to 
al'l'il iates and non-affiliates without unjust or unreasonable discrimination. 

12. Section 251(c) offering of interconnection and unbundled network elements 

Section 25 I(c) would continue to require the BOC/ILEC to offer interconncction and 
unbundled nctwork elements on a just, rcasonable and non-discriminatory basis. 
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ATTACHMENT 3 

COST SAVING METHODOLOGY 

This is an updatc to the exhibit included in Verizon’s September 24, 2002 Reply 
Comments describing the development of Verizon’s estimates of the costs that Verizon Global 
Networks Inc. (“GNI”) has incurred in the past due to the restriction on sharing operating, 
in\tallation and maintenance (“OI&M”) services with its BOC affiliates and the costs that it 
cxpecty to save in the future if the 01&M restriction were rcmoved. 

For each major type of operating cxpense, capital expenditure, and depreciation, a 
determination was made as to the percent or this cost that was incurred strictly because of the 
section 272 structural separation and nondiscrimination requirements. (See Tables I and 2 
below.) This perceniagc was applied to actual costs (including the 2002 budgeted expenses) to 
detei.inine the “sunk cost” of separation. The same percentages were applied to GNl’s business 
pliin 1 0  determine the anticipated costs for 2003 and beyond that would be incurred solely to 
mcet section 272 scpararion requirements. I 

I t  is important to note that thc estimated “inc1emental cost” from this methodology 
cannot be dircctly compared to the actual costs/savings of reintegration because, in many cases, 
abandonment o f  sunk investment and complete reintegration of GNI’s long distance network and 
operations with the local cxchange company’s would not be either possible or cost effective. 
Without knowing the timelinc and the extent of reintegration allowed, i t  is not possible to arrive 
;it an accurate “bottom up“ view of the costs and/or savings attributable to reintegration. 

U4ng thc methodology and conservative assumptions described above, GNI’s business 
costs attribu~ahle to structural separation were calculated. The results show that GNI incurred 
approximately $195 inillion in capital costs and $320 million i n  expenses,’ including 
depreciation on capital, h m  1998 through 2002 to meet section 272 requirements. The analysis 
also shows that G N l  will incur an additional $552 million in  expenses from 2003 to 2006 to 
continue to meet these requirements. See Attachment 4. 

When Vcri/on dcvel~ iped ihis analysis for iis Ibrhcnrancc peiiiiun, its calculaliiin ~ r t h e  piileniial savings If 
ille Cnrriitlission granicd Iiirbcaraiice t‘ruin the 01&M restrictinns assumed [ha[ thc Commission would 
g r m  [tic pcl i l i i in heforc 2003. Sincc i t  I S  now mid-2003, the poteniial savings shown in Attachment 4 
< h i u t i l  he considered i-cprescniiiiivc u t  ilic going- l i rward savings tha[ Vcri7.on could achicvc Over the nexi 
l i iwyc: t r  period i i l icr ihc peiitioli i h  granled. 
In iis Scpleirihcr 24, 2002 Reply Cuinrncnis. Veriron estimaled that i t  had incurred $314 Inil l ion in 
cxpciives duc l o  Ihc wcl ion 272 rcquircrnenis. In  11s May 12. 2003 urparfe  fil ing, Verizon updated the 
liisloric 1998-2002 cos15 l l i a i  11 used i n  the Scpteinhcr filing lo rellect !car-ending 2002 nctunl data m d  
olhcr  correction^^. Thir  r e d i c d  in ihc final c\iiniatc of $320 ini l l ion oiexpcn\cs due i o  section 272 
reqiiircmenis. 
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Table 1.  Incremental Operating Expense Driven by Structural Separation 

Expense 
Category 

Wirk lnrcc X 
Einploycc rclaicd 

I I HuhandPOP 

Otl icr  

R n c l  Ol'l'icc 
Provisioning 
( e . : ,  Cdlin? 
C'ard, Repair) 

Description 

_ _  
Pi.olessional Scrbiccs cnnsiit n l i h c  expenses for third-party 
vcndiirs, priinarily lo  pcrlori i i  field work. I i G N I  not been 
rc5tr:iincd hy ihc Coininission\ rules prohibiting sharing of 
opcrnting, i n d l ; i l i o n .  and 11iaiii1ciiaiicc functions with rhe BOC, 
 his COSI ~ ( i u l t l  have hccn awiidcd almost entirely by using cxiyiing 
BOC l ield lechnicians. 
This includes internal GNI Icchnical employees hired to provide 
Ol&M funelions Alrliough G N I  slarlup required employees wi ih  
ski l l  sets specitic to (he lnng di\laiicc neiwork architecture, some 
ctficicncics could l i a v c  hccii ohlained in llie iihsence of  the OI&M 
r e ~ ~ r i c i i o n  tor job I'uiictinns 1ha1 did n o i  rcquire dd i t ional  staff for 
Ihe long dir1;iiice nctwnrk, including gcncial administratii~n. 
wurcing lunclions. and infrastructure for coinmon service 
(ciirpirate I(iciil aiea nciwork. cmuil, cWch, training, cic.). 
Without seelion 272 reslrictions. VZ would have built rings instead 
nflcnsing IAci l i~ic\ (hoth liir u x  hy GNI and hy the local exchange 
ciiiiipany). 
Manv  of the oncralinc sunnnri ivslcms that G N I  dcvcloncd - I .  

xp i i ra tc ly  to comply wi lh lhc OIXM rc?!riction. such rls inventory, 
provisioning, d e r  iiianagcincni. trouble rnanagcincnr, could have 
hrcn developed thrriugh rniidificauon o f  the BOC syslems and 
reused a t  B fraction of the GIN\ incurred t o  develr)p new (yslerns. 
The <ipcraliiip aupporl syatcin cxpcnsc ciitcgiiry includes software 
and hxdware in;iinlenance, licenser and ripht-fo-uce fees, and non- 
capla1 m f ~ w i i r e  development. 
A h w n  1hc \cctii)n 272 scparalii~n rcquircments, G N I  would have 
col l i ic i i ted wilh ihc LEC whcrcvcr possible in-region. However, 
many LEC POP & Huh spacer wcrc or arc exhausted. A 
conhcrvativc approach was taken, wiih 80%' oIHuh Kc POP renrul 
expenses driven by 212 requireinenls. 
The network iipcraiinns cenler priividch min i lor ing and control of 
Ihc long dihlancc nciwnrk. Althnugh the Imp dislance network 
requires addiiional npcrationr, Verizon estimate\ that somc o l l hc  
incrcincntsl L'OW n l  tlic nerwiirk i ipera~ions ceiilcr could have hccn 
3voided by using the BOC network ciperali,inr cciitcr io provide 
thcsc tunc l i im  
Mi~cc l lanei )u \  (c.:., huindn rcsourccs :ilIocatinn, Peoplesoft - 
Accounts Payahlc Systcin, ctc.) 

r h o c  h x k  ol'ficc lunclinn\ inr GNI were driven aIino5t entircly hy 
he OlXrM rcmicl i i in. For in?llancc, V c i i m i  would noi have built 
hc Altoima or Worccstcr operator (crviccs l x i l i t i c s  i lthese 
.crviccs could have hccn ohiaincd Irom Ihe BOC, and inm of thc 
:o\h n f  the errnr iiianagcmciit and repair centers could have been 
ivnidcd hy using BOC service\. 

c of Expensi 
Driven by 

Section 212 
Requiremen! 

95% 

30% 

30% 

25% 
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I t  should be noted that Veriron's estimate that 95 percent of GNI's professional services 
expenses could have bcen saved if not Lor the section 272 separate affiliate requirements i s  
related to Veriron's cstitnate that only 30 pcrcent of workforce expenses could have been saved. 
Plofcssional services includcs the costs of third party vendors that GNI hired due to ( I )  the need 
to ramp-up operations more quickly than dedicated employees could be hired; and (2) the lack of 
economieh of scalc for certain functions, such as field work, to justify using dedicated employees 
riithcr than contractors. If not for the OI&M restriction, almost all of the OI&M work could have 
bccn done by BOC employccs, avoiding the need for third-party contracting except for a 
miniinal amount of work. Hence, Verizon cstimates that 95 percent of professional services 
costs are caused by the section 272 requirements and could be avoided if the OI&M restriction 
wcre eliminated. The estimate that only 30 percent of GNT's workforce costs could have been 
iivoidcd but for the OI&M restriction reflects the fact that (1)  the BOC employees could have 
handled the additional work on the long distance network with fewer additional crnployees than 
CNI duc to cconomics of scalc: and (2) the BOC employees would also have performed almost 
all of the work that GNI has been contracting to third-party vendors. In other words, the BOC 
would have been able to pertorm the OI&M services for GNI with only 70 percent of the costs 
incurred by GNI for workforce and 5 percent of the costs incurred by GNI for professional 
services by performing almost all of these services using BOC employees. 

Table 2. Incremental Investment And Depreciation Expense' Driven by Structural 
Separation 

Inrestmentl 
Depreciation 

Category 

Huh ;ind POP 
Eiliiipiricnt 

uoc 

DSS 

Description 

This includch cquiprncnl purchnscd t o  provide LD service. Some 
incicrncntal iiivcsltneni could hdve bcen avoided hy using LEC 
lacillties and cquipineni, 

80L% n l  capilal cxpcnditures, includiiig leasehold imprnvcinents, 
cquipinent, cuinpurer,. and ml'lwarc whcrc administrative funelions 
are clearly idcntifiahlc (i.c.. ducunicii i  server, Lotus note,. 
acliiiinistriiiiw PC,, e ic . ) .  Most administrative needs would have 
hccn scrvcd hy cx i i i ine LEC asc i s .  

A frcater percentage 01' NOC-rclakd capital expendilures wcrc 
driven by 272 ru i l r ic~ ion\  ihnn expense (e.?. leil\ehold 
iniprovcincnl irn scpaiiiic 212 NOC space). 

_ _  

Mil>! capital enpendilurcs IO csiahlish stand-alone OSSs tor GN[ 
~ o u l d  have hccn avoided by using 2nd expanding cxisting LEC 
OSSS. 

% of 
Additional 

Costs Driven 
by Section 272 
Requirements 

60% 

80%' 

60% 

65% 

1 
Dcprccialioii was calculaicd. depending nn capital iypc and numhcr o i  years dcprcciated. using straight-line 
deprcciaiiiin 
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Mosl non-OSS LD Inhoratory equipiiicni and iactlilics capital 
cxpctidiiures could l i i ivc hccn ivo idcd obsenr thc bectirm 212 
r c ~ ~ u i r e i i i e ~ i l ~ .  
"green field'' hecau,\c of  ninnuraciurcr conirrlci provisions. Capital 
cxpcnditurc ior OSS huppori in lhc LD lah mirrors production OSS 
c:ipiliil expcndilure (65%) becaurc lab les i  sys le rn i  h r  new OSSs 
wi,uld have hccn requircd [hat did no1 exist in [he LEC. Lucent 
Lab in Holmdel expenses are 100% drivcn by secrion 272 
rc~~u i r c i i i e i i t h  (1.c . CNI would n o 1  have contracted wiih Lucenl io 
dcvelop a lah). 

Aciunl c:tpila expcndilure for LD lab is Icss lhan 
65 io 100% 

Estimated Incremental Savings from Reintegration (2003-2006) 

The Commission's Notice of Proposed Rulemaking ("NPRM") in WC Docket No. 02- 
I I2  suggests a broad range of scenarios for sunset of the section 272 separate affiliate 
requircments. Given that  each scenario could materially affect when and how reintegration of 
thc scction 272 network and organizatioiis would be implemented, Verizon used a general 
approach to assess sunk costs and anticipated savings resulting from reintegration as percentages 
of ac~ual  and planned expenses. In addition, Vcriron assumed for sake of this analysis that the 
section 272 requirements are removcd in all of the states in Verizon's territory in 2003. 

I f  the Commission's section 272 rulcs were to sunset i n  2003, i t  would not be economic to 
cliininale all of the "sunk" investincnts that were made in separate facilities and systems to meet 
[he scparate affiliate requircments. However, Verizon conservatively estimates that i t  could save 
;tbout $24X million over the 2003 through 2006 time period by reintegrating operations with the 
BOC where i t  was cconoinically advantageous to do so. Approximately $183 million of this 
iiinounl wotild he due to elimination of the OI&M restriction. 

The incremental costs that are driven by the  scction 272 requirements cannot be directly 
compared to the actual costs that would be saved through reintegration. In many cases Verizon 
has considerable investment s u n k  in a separate 272-compliant network. For example: 

GNI has long-term lease commitments, and considerable investment i n  leasehold 
improvements in those spaccs. A "flash cut" to the LEC would not be cost effective. 
The network i n  the inajority of the Verizon East corridor, whcre the greatest synergies with 
the LEC are, has alrcady been built. GNI has long-tcrm commitments (leases and RTUs) 
for fiber iind fiicilities i n  thc Northeast and could not easily move to LEC fiber or facilities. 

OSS suites arc in place with considerable software and hardware capital investment ($130 
millionl. 

Nonetheless, considerable costs could be saved by use of LEC workforce and facilities if 
the stLuctiiral separaiions rules were to sunset. For example: 
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Force & Profcssional Services resources could be ramped to achieve pre-separation 
savings. 
Savings could be realized in POP rent and operating expenses in existing sires in  the 
Verizon East footprint by gradually relocating certain POPS as leases and as collocation 
agreements lapse. 
Some savings could be realized in this planning window for OSSs by consolidating 
aelected systcms. 
Some syncrgies with LEC could be found in future network build. 

In this filing, Verizon has updated the 1998-2002 historic data to include the year-end 
ac~u i i l  2002 costs. The revised historic data arc shown in Attachment 4. The estimate of 
potenti;il savings due to reintegration starting in 2003 are based on the assumptions shown in 
Table 3 below concerning Verimn's ability to phase in the savings in each category. 

Table 3. Incremental Savings Going-Forward (Percentages) 

I I I I I 

For each year, these percentages wcrc applied to the forecasted budget amount for that year to 
estimate the potential cost savings. Both the annual budget amounts in each category and the 
iuiiount of the savings in each year u.;ing these percentages are shown in Attachment 4. 

Operating, Installation and Maintenance Savings 

I f  the 01&M restriction wcre eliminated, significant savings could be obtained by 
conbolidating with the LEC rhe responsibility Tor the day-to-day provisioning and maintenance 
of the long distance switch and transpo1.t networks in central offices as well as the remote 
irioiiitoting and provisioning of services From network operations centers. In addition, up-front 
trouble handling and associated dispalch functions could also be more efficiently managed. The 

I OSS \Living\ ci)uld iioi hc calcularcd a i  ii pcrcenrngc ol'lururc expenses. as was [he case wiih ihc orhcr 
cnpenscs. Thc increiiiental ravings associxcd with OSS were hased on a case-by-case analysis o f  OSS cost 
;iv~)id~ncelpr)tcnri31 u v i n p s  o w  rhc planning pcriod. Because OSS suiies are already in  place with 
considcrdhlc sotiware and hmlwarc c q i r a l  investincni, [he incremental savings for OSS due io eliininaiion 
I I ~  [he scciion 272 rcsiriciions in the lulurc arc rclaiively sinall, relaring primarily io reductions in ihe need 
I C I  purchac solrw:~rc and hxdwarc updaics in  i l ie  fururc. 
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OI&M rcslrictions affecL the expenses in the following categories in  the table above: (1 )  
professional scrvices. ( 2 )  h c c  and crnployee related expenses, (3) OSSs, (4) NOC and ( 5 )  back 
ol'licc provisioning. Based o n  this analysis, Verizon estimates that if the OlbtM restriction were 
eliminated, GNI would save approximately $183 inillion over the 2003 through 2006 time period 
by sharing t h n e  services with the BOCs. See Attachment 4. 
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ATTACHMENT 4 

COST DATA 
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CONFIDENTIAL INFORMATION - SUBJECT TO PROTECTIVE ORDER 1N CC DOCKET 
NO. 96- 149 before the Federal Communications Commission 
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